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rotable parts and assemblies of insig-
nificant unit value which may be in-
cluded in this account, a reasonable
maximum unit value limitation may
be established.

(e) Any losses sustained or gains real-
ized upon the abandonment or other
disposition of flight equipment expend-
able parts shall be taken up as capital
gains or losses in the periods in which
sustained or realized. (See balance
sheet account 1311.)

(f) Items in this account shall be
charged to appropriate expense ac-
counts as issued for use. Profit and loss
on sales of inventory items as a routine
service to others shall be included in
profit and loss accounts 14 General
Service Sales—Associated Companies,
or 16 General Service Sales—Outside,
and the parts sold shall be removed
from this accounts at full cost.

(g) Materials and supplies held in
small supply and purchased currently
may be charged to appropriate expense
accounts when purchased.

(h) An allowance for inventory ad-
justment applicable to materials and
supplies is prohibited. Items in this ac-
count shall be charged to appropriate
expense accounts as issued for use.

(i) Subaccounts shall be established
within this account for the separate re-
cording of each class or type of spare
parts and supplies.

[ER–980, 42 FR 29, Jan. 3, 1977, as amended by
ER–1401, 50 FR 241, Jan. 3, 1985]

1311 Allowance for Obsolescence—
Spare Parts and Supplies.

(a) Accruals shall be made to this ac-
count when allowances are established
for losses in the value of expendable
parts. The accruals to this account
shall be made by charges to profit and
loss account 73 Provisions for Obsoles-
cence and Deterioration—Expendable
Parts. Records shall be maintained
with sufficient detail to permit asso-
ciation of the allowances with each
class or type of expendable parts.

(b) The accruals to this account shall
be based upon a predetermination by
the air carrier of that portion of the
total inventory of each class and type
of expendable parts against which an
allowance for loss is to be accrued. Ex-
pendable parts issued for use in oper-
ations shall be charged to operating ex-

penses as issued and shall not be
charged to this account. If at the end
of any calendar year the amount of the
allowance exceeds the product of the
applicable inventory for the year deter-
mined consistently on a year-end or av-
erage basis, and the sum of the stand-
ard percentage accrual rates for all
prior years including the current, the
allowance shall be adjusted downward
by the amount of the excess. Such ad-
justments shall be charged to this ac-
count and credited to profit and loss
account 73 Provisions for Obsolescence
and Deterioration—Expendable Parts.

(c) Where changing conditions neces-
sitate a revision or adjustment in rates
of accrual, such revision or adjustment
shall be made applicable to current and
subsequent accounting periods and
shall not be applied retroactively to
prior accounting periods. Following re-
tirement of airframe or aircraft engine
types to which related, any balance re-
maining in this account shall be offset
against related balances carried in bal-
ance sheet account 1300 Spare Parts
and Supplies and the net cleared to
profit and loss accounts 88.5 Capital
Gains and Losses—Operating Property
or 88.6 Capital Gains and Losses—
Other.

[ER–980, 42 FR 29, Jan. 3, 1977, as amended by
ER–1401, 50 FR 241, Jan. 3, 1985]

1410 Prepaid Items.
Record here prepayments of obliga-

tions which if not paid in advance
would require the expenditure of work-
ing capital within one year, such as
prepaid rent, insurance, taxes, interest,
etc. Unexpired insurance and miscella-
neous prepayments applicable to peri-
ods extending beyond one year where
significant in amount shall be charged
to balance sheet account 1820 Long-
Term Prepayments.

1420 Other Current Assets.
Record here current assets not pro-

vided for in balance sheet accounts 1010
to 1410, inclusive.

INVESTMENTS AND SPECIAL FUNDS

1510 Investments in Associated Com-
panies.

(a) Record here net investments in
associated companies.
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